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EXPROPRIATION IN LATIN AMERICA 


NEW WAVE of economic nationalism is churning in 

various countries of Latin America after breaking 
over Cuba with full force in the wake of the recent revo- 
lution. It not only has posed a serious threat to U.S. busi- 
ness enterprises in the affected nations, but also has 
damaged relations between this country and its Latin 
neighbors. Washington, while not out of sympathy with 
revolutionaries who seek passionately to better the lot of 
their people, hardly can ignore the legitimate interests of 
American citizens. But efforts to convince Cuban leaders, 
for example, that a fair accommodation of domestic and 
foreign interests would be to mutual advantage have made 
little or no headway against the prevalent tendency in 
Latin America to blame all ills on outside “exploiters.” ! 


Continued rebuff of attempts by Ambassador Philip W. 
Bonsal at Havana to work out arrangements for adequate 
compensation of Americans whose Cuban land holdings 
were being seized under Fidel Castro’s agrarian reform pro- 
gram finally exhausted the patience of the State Depart- 
ment. The text of a sharp note delivered Jan. 11 has not 
been published, but in a statement made public on that 
day the State Department said the note protested numer- 
ous actions by Cuban officials considered by the United 
States to be “in denial of the basic rights of ownership of 
United States citizens in Cuba—rights provided under both 
Cuban law and generally accepted international law.” 


The acts complained of, the statement said, involved 
“the seizure and occupation of land and buildings of United 
States citizens without court orders and frequently with- 
out any. written authorization whatever, the confiscation 
and removal of equipment, the seizure of cattle, the cut- 

1The White House has sought to get at the roots of current Latin American 
hostility toward this country by setting up (Nov. 14) a seven-man National Advisory 
Committee on Inter-American Relations Most of the members of the committee 
will accompany President Eisenhower on his impending tour of South America 


another move intended to help put relations between the United States and its 
southern neighbors on a more friendly and satisfactory basis 
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ting and removal of timber, the plowing under of pastures, 
all without the consent of the American owners.” In many 
cases no inventories were taken nor receipts proffered for 
the seized property. 


Cuba’s foreign ministry, while promising a later formal 
reply, in effect rejected Washington’s protest. It accused 
the State Department of failing to “take into considera- 
tion the basic situation” in Cuba and said the agrarian 
reform program would be accelerated. The foreign min- 
istry added that disputes arising from measures of expro- 
priation and indemnification would be referred for decision 
to the courts of Cuba. 


INVESTMENT IN LATIN AMERICA; NEED OF CAPITAL 


Latin America has been one of the chief regions for for- 
eign investment of United States capital. Private U.S. 
direct long-term investments in Latin American countries 
aggregated $8.7 billion at the end of 1958, the latest date 
for which the figures are available. About two-thirds of 
the total was invested in Venezuela, Brazil, Cuba and Mex- 
ico, in that order. Expropriations of land or of industrial 
enterprises have been carried out in the three last-named 
countries and have been proposed in Venezuela. 


Latin American leaders who complain about Yankee im- 
perialism all agree that their countries desperately need 
foreign capital for economic development, but they want 
more control over the way such capital is employed. They 
point out that foreign investment in production of export 
crops hinders development of a balanced economy and fails 
to help hordes of impoverished tenant farmers who are 
deeply in debt to their landlords.’ 


The same argument underlies pressure for expropriation 
of large estates, whether owned by Latin Americans or by 
foreigners. One-half of the agricultural land south of the 
border belongs to the 1.5 per cent of the population whose 
individual holdings equal or exceed 15,000 acres. 


DISCRIMINATORY POLICIES AND POSSIBLE REMEDIES 


Economists have warned that any threat of expropria- 
tion may be sufficient to block new private foreign invest- 


2 Rep. Chester Bowles (D Conn.) wrote recently that “Because much of the land 
ia set aside for cash crops such as coffee and sugar, which benefit only the few 
most Latin Americans continue to suffer diet deficiencies.”"—Chester Bowles, “Cry 


for Land in Latin America,”” New York Times Magazine, Nov. 22, 1959, p. 11 
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ment. Any harsh treatment of business interests, domestic 
or foreign, is apt, in fact, to discourage inflow of foreign 
capital. According to a study by the American Enterprise 
Association : 

Weakness of the local enterprise base . . . operates as a powerful 
obstacle [to increased foreign investment]. This weakness stems 
in part from anti-enterprise legislation and hostile government 
regulations. Briefly, foreign capital usually is not safe if local 
capital is vulnerable to arbitrary interference by its own govern- 
ment. Contrariwise, if local capital’s position is strong, the very 
strength serves to attract foreign private capital.3 


Latin American governments have followed a variety of 
policies that discriminate against foreign economic activ- 
ity. They have frequently applied administrative meas- 
ures, such as those involving taxes, labor requirements, and 
import or currency restrictions, to hamper operations of 
foreign enterprises. 


Under Secretary of State Douglas Dillon, discussing the 
complex and difficult problem of economic development in 
a speech in Tokyo last Oct. 29, said: “We see in most of 
the less-developed countries grievous shortages of skills, 
capital, and business enterprise. . . . In many cases, there 
is the added complication of national sensitivities which 
discourage the effective use of foreign capital or skills.” 
Paradoxically, it is the governments of economically back- 
ward countries dependent on raw material exports that 
tend to obstruct investment of foreign private capital, 
while the industrialized countries, with less pressing need 
of outside capital, are usually more hospitable to foreign 
investors. 


As one way to improve the climate for venture capital 
in Latin America, a number of economists have advised 
reconsideration of present U.S. restrictions on imports of 
sugar, oil, lead and zinc. Writing in 1958 about this coun- 
try’s increasing dependence on foreign sources of raw ma- 
terials, Percy W. Bidwell, tariff expert and former Director 
of Studies of the Council on Foreign Relations, anticipated 
some recent developments in Latin America by asking: 

On what terms will the nations with ore deposits and oil wells 
allow them to be exploited by American and other investors? Will 
they permit extractive industries to produce and export the prod- 
ucts freely, or will they impose onerous restrictions? Will their 
®* American Enterprise Association, American Private Enterprise, Foreign Eco- 


nomic Development, and the Aid Programs, February 1957, prepared for U.S 


Senate 
Special Committee to Study the Foreign Aid Program, p. xiv 
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legislation and administrative regulations provide a favorable 
climate for the inflow of capital, equipment, technology and man- 
agement skills? 


Bidwell said that “Our purpose should be to encourage the 
expansion of low-cost production and to make sure that 
neither nationalistic policies nor Communist influences 
deny American industries access on reasonable terms to 
the basic materials necessary to the continued growth of 
the American economy.” * At the same time, he urged the 
administration, in the country’s interest, to resist agitation 
for further restrictions on commodity imports. 


Most observers emphasize the need to handle economic 
relations with Latin America with patience and under- 
standing because of the region’s hypersensitivity toward 
the Colossus of the North. Latin American economic na- 
tionalism generally takes the form of harassment of U.S. 
private business. The condition is particularly pronounced 
in Cuba. 


Cuban Revolution and Land Reform 


CUBA, a nation of 6.5 million people, has good farming 
and pasture lands and potentially important mineral re- 
sources. The rural population includes 46 per cent of the 
country’s gainfully employed persons. Forcible overthrow 
of the, dictatorial regime of Gen. Fulgencio Batista in Jan- 
uary 1959 was the product in large part of a social revolt 
that may be compared with the Mexican revolution of 
nearly half a century ago. The principal aims of the Cuban 
revolutionary government are socia] and agrarian as well 
as political. American owner's of great Cuban sugar plan- 
tations and cattle ranches, which have been profitable in- 
vestments, are thus understandably disturbed by the poli- 
cies of the Castro government. 


Cuba’s insurgent peons were more concerned about re- 
form of the system of land tenure than about restoration 
of democratic processes.’ During most of their two years 


Percy W. Bidwell, “Raw Materials and National Policy,” Foreign Affairs, October 
1958, p. 153 

®Cuban Premier Fidel Castro said on a TV-radio program broadcast from Wash- 
ington last April 19 that “real democracy is not possible for hungry people.” He 
promised, however, that elections would be held in Cuba within four years 
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of fighting, the rebel forces were not supported by either 
the urban workers or the Communist Party, which in Cuba 
is essentially urban. This fact largely explains why the 
revolutionary movement concentrated on agrarian goals. 


Since Batista took flight on New Year’s Day of 1959, the 
rebel leader, Fidel Castro, has sought to push through social 
reforms with reckless speed. Today, after a year of vir- 
tually absolute power, Castro continues to enjoy the un- 
questioning loyalty of most Cubans. The premier® regards 
execution of his drastic agrarian reform law, approved on 
May 17, 1959, as a basic objective of his government. 


The political program of the 26th of July movement,’ 
first published in August 1958, said of Cuba’s land prob- 
lem: “More than half the best cultivated land is in the 
hands of foreigners; 300,000 caballerias® are not under 
cultivation, and 200,000 peasant families have no land of 
their own. Some 80 per cent of the small farmers pay 
rent of some sort (in cash or kind) and live under the con- 


stant threat of expulsion.” The following course was pro- 
posed: 


A revolutionary government, after having established on their 
plots of land, as owners, the 100,000 agricultural workers who now 
pay rent, should concern itself to find a definitive solution for the 
land problem. First, it should establish . .. a maximum holding 
for each agricultural concern, and expropriate and purchase the 
residue. . . . Secondly, it should share out the available residue of 
land among peasant families; . . . encourage the formation of 
agricultural cooperatives, to make costly farming equipment avail- 
able for common use, and provide technical advice and help on 
crop cultivation and livestock breeding; and, finally, assist in 
procuring for the peasant credits [and] equipment. 


Cuba has had an agricultural economy based on large 
plantations; tracts of more than 1,235 acres occupied 47 
per cent of the total cultivated area. Under the old system 
of land tenure, sugar land was owned typically by big com- 
panies and rented to small farmers. The tenants’ plots 
produced about 75 per cent of the sugar cane. 


Tenant farmers sold their crops to the landlord com- 
panies and had to accept whatever price the companies 


* Castro became premier on Feb. 16, 1959. 


7 The movement gained its name from the date (July 26, 1953) on which Castro 
led an attack on a barracks in Santiago de Cuba 

*A caballeria amounts to 33.18 acres 

* Bulletin du Secretariat Latino-americain de lI'Internationale Socialiste (August- 


September 1958) as quoted in V.A., “Cuba: A Peasant Revolution,” The World 
Today, May 1959, p. 190. 
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were willing to pay. Hired farm laborers were taken on 
only during the harvest season of two to three months a 
year. Tenants and laborers were forced to buy on credit, 
often from company stores, and the resulting chronic in- 
debtedness tended to bind them to the landlords. It has 
been suggested that a desire to get out from under this 
system constituted “probably the fundamental motive for 
the adhesion of the provinces to Castro’s movement.” The 
26th of July movement “was, for the Cuban peasant, not 
so much a political movement against the dictator as a 
social movement against a system of land tenure and ex- 
ploitation.” ! 


LAND REFORM LAW; REACTIONS IN UNITED STATES 


Cuba’s agrarian reform law provides for distribution of 
uncultivated or idle land. The law specifies that no stock 
company may operate a sugar cane plantation unless every 
stockholder is a Cuban citizen. Under this provision U.S.- 
owned sugar mills in Cuba will be stripped of their cane 
plantations. All sugar mills were given 90 days to comply 
with the requirements of the law. Upon expiration of that 
period, their land became liable to expropriation. 


The law provides also that only Cuban citizens may buy 
or inherit land, and that no person or company may own 
more than 1,000 acres. Holdings in excess of 1,000 acres 
will be expropriated, except in the case of cattle ranches, 
which may run to 3,333 acres. The law specifies that com- 
pensation for expropriated land shall be based on the valu- 
ation of the property for tax assessment in October 1958, 
and be paid in 414 per cent Cuban government bonds ma- 
turing in 20 years. A National Institute of Agrarian Re- 
form was set up to administer the program. 


U.S. private direct investments in Cuba had an aggre- 
gate value of $861 million at the end of 1958; the largest 
slice was in public utilities, followed by agriculture. Amer- 
icans owning sugar plantations and cattle ranches can ex- 
pect virtual confiscation of large areas of land. Sugar 
company officials point out that the tax-assessed value to 
be used as the basis of compensation for expropriated prop- 
erty amounts to only about one-fourth of its market value. 


In a note to Cuba last June 11, the State Department said 
the agrarian reform law gave “serious concern to the gov- 
. wy A., “Cuba: A Peasant Revolution,” The World Today, May 1959, p. 189 
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ernment of the United States with regard to the adequacy 
of the provision for compensation to its citizens whose 
property may be expropriated.”” The same note voiced sym- 
pathy with Cuba’s desire for land reform, indicated ap- 
proval of the goal of increased agricultural production, and 
recognized the right of sovereign nations to expropriate 
property on payment of “prompt, adequate, and effective 
compensation.” The Cuban government replied four days 
later that it was unable to improve the announced provi- 
sions for payment. 


Cuban Foreign Minister Raul Roa, interviewed in New 
York on Dec. 9, said that because the Cuban government 
lacked cash it could offer only long-term bonds in compen- 
sation for expropriated land. Roa added the following day 
that, while Cuba’s right to expropriate private property 
could not be questioned, his government was willing to 
discuss terms of compensation with the United States 
government. 


INITIAL EXPROPRIATIONS; POSSIBLE FUTURE TARGETS 


Cuba has begun expropriating the property of large land- 
owners, both Cuban and American. Seizure of ranch 
property, including land, buildings, machinery and live- 
stock, has been carried out by agents of the National Insti- 
tute of Agrarian Reform (I.N.R.A.) escorted by soldiers. 
However, the government bonds to be given the dispos- 
sessed owners in exchange for their property have not yet 
been handed over. Sugar plantations are expected to be 
expropriated when harvesting of the current crop is com- 
pleted. I.N.R.A. Director Antonio Nunez Jimenez reported 
on Dec. 4 that 485 production cooperatives and 440 con- 
sumer cooperatives had been put into operation by the 
institute. However, no announcement of plans for distrib- 
uting expropriated land among tenant farmers or hired 
laborers has yet been made. 


Premier Castro reportedly contemplates nationalizing 
various industries and financial institutions in the near 
future, but no reliable information on that score has be- 
come available. The telephone and electric power com- 
panies, representing the largest American investments in 
Cuba, were valued at $356 million on the eve of Castro’s 
coming to power. The government at Havana took over 
operation, but not ownership, of the Cuban Telephone Com- 
pany, a wholly-owned affiliate of the Internationa] Tele- 
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phone and Telegraph Corporation, on March 4, 1959. Free- 
man Lincoln, an editor of Fortune, wrote recently: 


Nobody can be certain what the revolutionary government will 
finally decide to do about public utilities. One of the prime tenets 
of a revolutionary program enunciated by Castro six years ago 
was nationalization of utilities. Now he appears to have recon- 
sidered. It is expected that he will instead merely set regulatory 
commissions over the companies.!! 


The government announced May 23, 1959, that it was tak- 
ing over seven Cuban airlines and airport companies. 


Oil and mining properties represent a minor portion of 
U.S. private investment in Cuba. During the past 12 years 
about $30 million has been spent on oil exploration by big 
oil companies, chiefly American, Canadian and British. 
Government operation of an oi] production company and 
of two oil refineries was instituted on March 31, 1959. All 
mineral rights in Cuba are owned by the government, 
which approved a new oil law, Nov. 21, requiring payment 
of a 60 per cent royalty to the government on oil produc- 
tion. The law also regulates the size of oil exploration 
claims. On the theory that oil lands not being actively 
explored or exploited constitute a form of idle land-holding, 
the law limits oil claims held by any company or individual 
to 20,000 acres. 


CUBA’s DEPENDENCE ON U.S. MARKETS AND SUPPLIES 


During the second half of the 19th century, while Cuba 
was still a Spanish possession, its predominantly agricul- 
tural economy became a single-crop (sugar) economy. In 
the same period the island became heavily dependent on a 
single market, the United States, for its sugar exports. 
This trend was accentuated after Cuba gained its inde- 
pendence in 1898. Sugar now accounts for about 75 per 
cent of the island’s total agricultural output. Cuba has 
to import 30 per cent of its food, and it buys more U.S. 
farm products than any other Latin American country. 
Thus the nation looks to the United States both to take 
its sugar and to supply it with needed foodstuffs and with 
manufactured products.'2 The hope in Cuba is that 
agrarian reform will lead to increased and diversified agri- 
cultural production that will render the economy somewhat 
more self-sufficient. 


Freeman Lincoln, “What Has Happened to Cuban Business?” Fortune, Sep- 
tember 1959, p. 264 


See “Caribbean Problems and Prospects,” E.R.R., 1967 Vol. Il, pp. 828-8388 
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Sugar shipments worth about $600 million made up 82 
per cent of the island’s total exports in 1958 and accounted 
for almost one-half of world sugar exports. Sugar cane 
is grown on half the cultivated land in Cuba, and the in- 
dustry represents an investment of $650 million, of which 
the U.S. share is around $300 million. Of Cuba’s 161 sugar 
mills, the 30. mills and plantations now controlled by Amer- 
ican interests are responsible for 37 per cent of the island’s 
production. More of Cuba’s sugar mills were American- 
owned until recently." 


Cuba’s economic dependence on the United States makes 
it vulnerable to pressures from this country. Travel of 
American tourists to Cuba has fallen off sharply as a result 
of violence in the streets of Havana and unfavorable U.S. 
reaction to Premier Castro’s frequent anti-American re- 
marks. Tourism has been an important source of dollar 
exchange for Cuba. Absence of free-spending visitors from 
this country during the winter season may seriously affect 
the Cuban balance of payments. 


The United States, to protect domestic beet sugar pro- 
ducers, has imposed quantitative restrictions on sugar im- 
ports since 1934; it also has set prices for sugar imports 
above world market prices. Under this system, import 
quotas are allotted to Cuba and other sugar-producing 
countries. Cuba’s current annual quota exceeds three mil- 
lion tons, a quantity equal to about one-third of U.S. con- 
sumption. 


The Sugar Act will come up for renewal at the current 
session of Congress. Domestic growers and some members 
of Congress have advocated reduction of the Cuban quota. 
It has been pointed out, however, that to pare the Cuban 
sugar quota to penalize or coerce the Castro government 
would damage relations not only with Cuba but also with 
other Latin American countries. 


A Cuban white paper of Nov. 13, 1959, summed up 
Castro’s complaints against the United States and called 
for a change in American policy toward Cuba.'* Review- 


U.S. sugar properties accounted for 55 per cent of Cuba’s sugar production in 
1939. At the end of 1957 U.S. interests owned and operated 40 Cuban sugar mills. 
Seven were sold to Cuban interests in January 1958, and three more have been sold 
in the past two years West Indies Sugar Corporation, an American concern oper- 
ating in Cuba, announced Jan. 4, 1960, that it planned to liquidate. 


% The white paper was a formal reply to a State Department communication of 
Oct. 27 that deplored the “current state of relations” between the United States 
and Cuba 
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ing the history of U.S.-Cuban economic relations, the docu- 
ment concluded that economically “Cuba has actually given 
more [to the United States] than what she has received.” 
It pointed out also that the sugar quota can be changed by 
the United States without the assent of Cuba and said: 
“The Revolutionary Government of Cuba believes it of ut- 
most importance, if it is desired to improve the relations 
between our two countries and achieve some sort of trade 
equilibrium, to change things so that our sugar trade with 
the United States will be governed by a bilateral agree- 
ment which cannot be modified by any unilateral decision 
of [the U.S.] government.” 


The white paper conceded that U.S. capital investments 
in Cuba had contributed to the country’s material progress. 
At the same time, it observed that “Those investments have 
also contributed to give the Cuban economy a semi-colonial] 
character, evidenced by its absolute subordination to our 
sugar production, the inefficiency of the agricultural pro- 
duction to fill our own consumption requirements, and by 
the advantageous position of many foreign industrial 
products when they compete with their Cuban counter- 
parts.” 


Economic Nationalism in Latin America 


MEXICO, which now has one of the most stable govern- 
ments in Latin America, underwent a fundamental social 
revolution beginning around 1910. Periodic violence con- 
tinued for about 10 years. Foreign investors lost hundreds 
of millions of dollars through expropriations and national- 
izations. J. Fred Rippy, University of Chicago history pro- 
fessor, has identified three basic influences contributing 
to the revolution: 

(1) The rapid growth of capitalism, largely under foreign 
control, which resulted in increased concentration of land, monopo 
listic developments in trade, and rising food prices; (2) the 
gradual development of a middle class; . . . and (3) a dictatorship 
which encouraged foreign investment and foreign enterprise, . 
restricted the economic opportunities of the new middle cla and 
deprived it of political expression, and not only oppressed the 


©“Cuba's unf yrable trade balance with this country over the past 10 years was 
ited ir upport of this assertior Cuba's total foreign payments deficit amounted 
to $414 million in the five-year period 1954-58 
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great majority of the people but permitted and 
shameful exploitation of the Indian masses.!6 


Before World War I, Mexico and Cuba were the only Latin 
American countries in which large investments of U.S. 
private capital had been made.!7_ By 1910 private American 
direct investment in Mexico amounted to about $1 billion; 
more than half of the total was in railroads, with mines and 
ranches second in value. Another $500 million had been 
directly invested by English, French, German, Spanish and 
other foreign citizens. Indeed, before the revolution it 
could be said that Mexico did not belong to the Mexicans, 
for in 1910 the holdings of foreigners there exceeded in 
value the holdings of Mexicans themselves. Spaniards 
owned 70 per cent of the arable land, and 9 per cent be- 
longed to other foreigners. By 1950, however, successive 
land reform programs had put 88 per cent of the arable 
land into Mexican hands. 


President Wilson sought to promote agrarian reform in 
the neighboring country. Samuel Flagg Bemis, diplomatic 
historian, has said that Wilson “never abandoned the legiti- 
mate rights of nationals of the United States in Mexico, 


but he always placed first the human rights of the Mexican 
people, or what he considered as such, and he had become 
convinced that future tranquility and constitutional gov- 
ernment in Mexico required a better distribution of the 
land,’’}8 


The most notable event after Carranza became President 
in 1915 was the framing of a radical new constitution. Effec- 
tive May 1, 1917, and still in force, the constitution made 
detailed provision for agrarian reform and restricted for- 
eign ownership of property. Other provisions nationalized 
deposits of oil and other subsoil minerals. From then until 
1951, program succeeded program for land distribution, ex- 
propriation and nationalization. 


Private U.S. direct investment in Mexico still totaled 
$781 million at the end of 1958, with about 47 per cent 
devoted to manufacturing and 25 per cent in mining and 
smelting. Within the past year there have been signs of 
a resurgent economic nationalism in Mexico. Under the 


*J. Fred Rippy, Latin America (1958), p. 412 
7 See “Protection of American Interests in Mexico,” E.R.R., 1938 Vol. I, pp. 199- 


212 


“Samuel Flagg Bemis, The Latin American Policy of the United States (1943) 
p. 179. 
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agrarian reform law, a U.S.-owned ranch near the northern 
border has been expropriated along with a Mexican-owned 
ranch. A Mexican newspaper reported recently that the 
government contemplated taking over all big foreign-owned 
estates in the northern border area. And the Mexican 
National Chamber of Commerce adopted a resolution in 
September advocating a tightening of restrictive clauses 
in present laws governing foreign investments. Supporters 
of the resolution declared that such investments were 
beginning to take on the proportions of an economic in- 
vasion. 


VENEZUELAN OIL PROFITS AND LAND REFORM PLANS 

Oil-rich Venezuela has attracted more U.S. capital than 
any other Latin American country. Long-term direct pri- 
vate investments there a year ago amounted to more than 
$2.8 billion, which constituted approximately one-third of 
the total for all of Latin America. Eighty per cent of the 
investments in Venezuela were in the oil industry. Since 
overthrow of the country’s dictator, Gen. Marcos Perez 
Jimenez, in January 1958, American oil companies have 
grown uneasy about the future of their Venezuelan 
properties. 


During the 1958 presidential campaign in Venezuela all 
three candidates advocated higher taxes on the earnings of 
foreign oil companies. After Romulo Betancourt was 
elected, Dec. 7, 1958, but before he took office, the ruling 
junta ordered an increase in the corporation tax rate. 
Under the new tax schedules, the Venezuelan government’s 
share of oil company profits was raised from 50 per cent 
to between 60 and 65 per cent, and the increase was made 
retroactive to Jan. 1, 1958. 


The present Venezuelan government insists that it wel- 
comes foreign investment capital. President Betancourt’s 
left-of-center Democratic Action Party has pursued a mod- 
erate course under his leadership, but the Communist 
minority has been agitating for a take-over of U.S.-owned 
property. During recent months American companies have 
taken the precaution of withdrawing from Venezuela nearly 
$1 billion im liquid assets. 


A central policy of the Betancourt government is to 
devote Venezuela’s large oil revenues to diversifying the 
economy and improving the lot of small farmers and farm 
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workers. With a population of 6.8 million, Venezuela has 
an annual per capita income of about $1,000, the highest 
in Latin America. However, inhabitants of rural areas, 
making up one-half of the population, can barely eke out 
a living. Ninety per cent of the land is owned by 3 per 
cent of the people, and although Venezuela is rich in agri- 
cultural resources, it does not produce enough to meet its 
consumption requirements. 


To correct this situation, a land reform program was 
drawn up by a widely representative commission. The re- 
sulting agrarian reform bill, originally introduced in the 
Venezuelan congress last July, was reintroduced in the first 
week of December and is now expected to become law with 
no more than minor changes. As in Cuba, the Venezuelan 
land reform measure is intended to bring about distribution 
of unused land among landless workers, but the proposed 
program appears to be less harsh than its Cuban counter- 
part. It will not discriminate against foreign landowners 
or establish a maximum limit on the size of land holdings. 
Much of the land to be distributed will come from govern- 
ment reserves. However, large privately owned estates 


that are unproductive will be broken up through expro- 
priation of unused land. 


Minister of Agriculture Victor Jiminez Landinez said last 
July 23 that the government program would guarantee 
the right to hold property, provided the property fulfills 
its social function: “The only limit to property is the limit 
of social function; nobody will be permitted to maintain 
land idle or uncultivated when others need it.” The min- 
ister added that the aim was “to put land in the hands 
of those who work it.’”” Expropriation, he said, would be 
effected through the courts. Former owners of expropri- 
ated land are to be compensated by cash payments of up 
to $33,000, with the remainder in bonds. Rep. Chester 
Bowles (DConn.) recently pointed out that “Today, in 
Latin America, only oil-rich Venezuela has the capital 
necessary to handle [expropriation of land] . . . without 
unfairly squeezing the former owners of the land.” 


HARASSMENT OF U.S. BUSINESS IN BRAZII 


Brazil, the largest country in Latin America, is rich in 
natural resources, but its economy currently suffers from 


*Chester Bowles, “Cry for Land in Latin America,” New York Times Magazine 
Nov. 22, 1959, p. 39 
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inflation. At the end of 1958, U.S. private direct invest- 
ments in Brazil amounted to $1.3 billion, with more than 
half of the total in manufacturing.?° Anti-American sen- 
timent, manifested by criticism of U.S. business interests 
and by seizure of American industrial property, has been 
rising. The keynote of the anti-Yankee feeling is a wide- 
spread belief that the United States, and particularly U.S. 
business in Brazil, is not working in the interest of the 
country’s economic development. 


The State of Rio Grande do Sul last May took possession 
of an electric power plant and distribution system owned 
and operated in Porto Alegre, the state capital, by a public 
utility subsidiary of the American and Foreign Power Co. 
The state governor took the position that the company 
was not entitled to compensation because it had operated 
at a profit in the past. The seizure is now being contested 
in the courts. It figured prominently in the campaign 
preceding state-wide municipal elections on Nov. 8. Spokes- 
men of all parties, complaining that the company had not 
provided adequate service, supported the state’s action in 
taking over the property. 


A growing demand for expropriation of power plants has 
been reported in the State of Bahia and in Belo Horizonte, 
‘sapital of the State of Minas Gerais. President Juscelino 
Kubitschek on June 2 threatened the American and Foreign 
Power Co. with expropriation of its properties in Minas 
Gerais by the state government unless it increased the 
power supply there. Although take-over of U.S. property 
has been stressed up to now in individual states rather than 
throughout the country, general hostility to foreign busi- 
ness enterprises seems to be growing. The Brazilian con- 
gress last summer set up a committee of inquiry to ascer- 
tain the value of all public utilities in the country, “in the 
event of expropriation.” Political platforms already drawn 
up for next autumn’s presidential campaign in Brazil in- 
clude proposals for nationalization of various industries, 
cancellation of foreign bank charters, and restrictions on 
repatriation of profits earned in Brazil by foreign companies. 


When imposition of rigid price ceilings on meat last Sep- 
tember led to supply shortages, the price control commis- 
sion’s military head sent a colonel to take control of 


"See “American Manufacturing in Foreign Countries,” E.R.R., 1959 Vol. I, pp 
463-478 
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slaughterhouses in Sao Paulo operated, in the main, by the 
Swift, Armour and Wilson companies and by a British 
company. Although President Kubitschek put a stop to 
these measures, they won praise in the army and in the 
Brazilian Labor Party. 


LAND REFORM MEASURES SINCE 1952 IN GUATEMALA 


The issue of land reform was an important factor in 
helping Communists to win effective control of the Guate- 
malan government headed from March 1951 to June 1954 
by Jacobo Arbenz Guzman. During the preceding admin- 
istration of President Juan Jose Arevalo (1945-51), the 
Communists had gained strength by championing social 
reforms and policies of economic nationalism. Under 
Arbenz the Reds increased their influence by pushing the 
agrarian reform law which, by virtue of their support, was 
enacted on June 17, 1952. While the land reform was 
being carried out the Arbenz administration succumbed to 
Communist domination and on June 27, 1954, was ousted.?! 


The agrarian reform law provided for expropriation of 
lands not under cultivation. The United Fruit Co. of 
Boston was the biggest single landowner in the country. 


Large sections of its holdings were expropriated, and the 
American and British-owned International Railway of Cen- 
tral America, of which United Fruit was a major stock- 
holder, also was taken over. Some experts surmised that 
the Arbenz government’s land reform program was de- 
signed to decimate United Fruit’s holdings in Guatemala. 
Expropriation of 413,573 acres reduced its holdings to 
150,000 acres. 

Guatemala offered to pay the company only $594,572 
in bonds maturing in 25 years, with interest at 3 per cent 
a year. The offer was refused, and help was sought in 
Washington. The State Department intervened with a 
request for “prompt, adequate and effective compensation”’ 
and expressed willingness to submit the dispute to arbi- 
tration. 


The matter was settled in the end by the overthrow of 
President Arbenz. The succeeding administration of Gen. 
Carlos Castillo Armas sponsored a new agrarian law, ap- 
proved July 27, 1954, which provided for moderate land 
reform but halted further expropriation. Five months 


“See “Invasion and Intervention in the Caribbean Area,” E.R.R., 1959 Vol. II 
pp. 648-549 
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later, on Dec. 29, 1954, the government returned to United 
Fruit all the lands that had been taken. The company 
agreed to increase the share of its profits allotted to the 
Guatemalan government, up to a maximum of 30 per cent. 


Discussing land reform movements in the Latin Ameri- 
can republics, New York Times correspondent Herbert L. 
Matthews wrote in that newspaper last June 28: “Demands 
for social justice . . . are now the most powerful force in 
Latin America. . . . A crucial problem is to avoid allow- 
ing the Communists in Latin America to become the only 
champions of social justice. This is what was permitted 
to happen in Guatemala, when President Jacobo Arbenz 
was left with no supporters except the Communists. The 
United States helped to overthrow his regime, but all 
authorities are agreed that we could not repeat our costly 
‘success’ there in any other country. The problems that 
the revolutionary ferment in the Caribbean . . . present to 
the United States are formidable. Most experts in the field 
are counseling patience, sympathy and forbearance.” 


Expropriation and International Law 


THE STATE DEPARTMENT so far has resisted pressure 
in this country to take some kind of action in retalia- 
tion for seizure of American property in Cuba by the 
Castro government. In the first three decades of this cen- 
tury, U.S. troops occupied Cuba, the Dominican Republic, 
Haiti and Nicaragua for long periods when disturbed con- 
ditions seemed to make such action necessary to protect 
the lives and property of American nationals. Today, how- 
ever, under the charter of the Organization of American 
States, member states are pledged not to intervene in one 
another’s internal affairs. 


After the Spanish-American War of 1898, the United 
States remained in military occupation of Cuba until 1902. 
When American troops were withdrawn, this country in- 
sisted that Cuba accept the terms of the Platt Amendment 
(to a U.S. Army appropriations bill). The Platt Amend- 
ment, embodied in the Cuban constitution and in a U.S.- 
Cuban treaty of 1903, gave the United States the right to 
intervene “for the preservation of Cuban independence, the 
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maintenance of a government adequate for the protection 
of life, property, and individual liberty,” and the discharge 
of certain general obligations. Intervention followed on 
several occasions in the next 20 years, but the Platt Amend- 
ment was abrogated in 1934. 


The Good Neighbor policy, proclaimed at the start of the 
F. D. Roosevelt administration, led to complete abandon- 
ment of the policy of direct intervention in the Caribbean 
region. A Convention on the Rights and Duties of States, 
drawn up at the Inter-American Conference at Montevideo 
in 1933, contained declarations that “No state has the 
right to intervene in the internal or external affairs of 
another,” and that “The territory of a state is inviolable 
and may not be the object of military occupation or of 
other measures of force imposed by another state directly 
or indirectly or for any motive whatever even temporarily.” 


INTER-AMERICAN TREATY LAW AND PRIVATE CAPITAL 


Signatories of the Montevideo convention recognized the 
sovereign and juridical equality of all the subscribing states 
and agreed that foreigners may not claim rights other or 
more extensive than those of the nationals of a state. The 
United States ratified the Montevideo convention subject 
to a reservation retaining all rights “under the law of 
nations as generally recognized and accepted.” Latin 
American countries in following years adopted a consid- 
erable body of new legislation for control, and in some 


instances expropriation, of foreign property within their 
borders. 


These measures do not technically discriminate against 
foreign capital as such. They make provision, for example, 
for percentage limitation of the number of foreigners who 
“an be employed by a foreign enterprise; for imposition 
of income taxes supplementing taxes or royalties agreed to 
in initial contracts; exchange controls limiting repatriation 
of profits; labor restrictions that hamper operations of 


foreign corporations; and expropriation of foreign property 
at arbitrary appraisals. 


When inter-American treaty provisions come up for con- 
sideration, the United States is confronted by a situation 
that invites the 20 Latin American nations to line up 
against the one nation of the group that supplies them 
with outside capital. At the 1958 meeting of the Inter- 
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American Juridical Committee at Rio de Janeiro, for ex- 
ample, the Latin countries sought recognition of a legal 
principle which might permit a country to seize foreign 
property without compensation. The committee recom- 
mended that the American governments agree, and write 
their agreement into a convention, that “The state is not 
responsible for acts or omissions with respect to aliens 
except in those cases where it has, under its own laws, the 
same responsibility toward its nationals.” Addressing the 
Inter-American Bar Association in Miami, April 14, 1959, 
Loftus Becker, then State Department Legal Adviser, com- 
mented as follows: 

It seems clear that, if that alleged principle is accepted and a 
state expropriates property of an alien, it is not obligated to pay 
compensation therefor if under its laws it is not obligated to pay 
compensation with respect to expropriated property of its nationals. 
This is, of course, contrary to generally accepted principles of 
international law which require a state to pay compensation fo1 
the taking of private property of aliens. ... Consequently the 
fact that domestic law may or may not provide compensation is 
wholly irrelevant. The supremacy of international law over domes 
tic law is clearly established by decisions of the Permanent Court 
of International Justice. 


The United States traditionally has taken the position 
that states have a right to expropriate private property, 
including foreign property, for purposes of internal reform. 
But this country has concomitantly insisted that taking 
of property without just compensation is not legal expro- 
priation but illegal confiscation. In the controversy with 
Guatemala over expropriation of United Fruit Co. property, 
a U.S. aide-memoire stated that “Just compensation may 
be defined as that compensation which . . . is ‘prompt,’ 
is ‘adequate,’ and is ‘effective’-—otherwise the payment 
is not ‘just.’ ”’ 
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